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SUBJECT: EAST AFRICAN AIRWAYS AND COMMUNITY IN 
CRISIS 

REF: DAR 1069 

L JOINT MEETING OF FINANCE AND COMMUNICATIONS 
COUNCILS OF EAST AFRICAN COMMUNITY (EAC) CANCELLED 
YESTERDAY WHEN UGANDAN DELEGATES REFUSED TO ATTEND. 
MEETING IN NAIROBI WAS TO HAVE ARRANGED TRANSFERS 
OF FUNDS AMONG THREE PARTNER STATES SO THAT EAST 
AFRICAN AIRWAYS (EAA) COULD PAY FUEL BILLS BEFORE 
MIDNIGHT SATURDAY, APRIL 26, WHICH IS DEADLINE SET 
BY PETROLEUM COMPANY FOR CUTOFF OF SUPPLIES. 

2. AS EAA WILL HAVE TO GIVE AT LEAST 24 HOUR NOTICE 
TO OTHER AIRLINES OF CESSATION OF OPERATIONS (WHICH 
CUTOFF OF FUEL SUPPLIES IN EAST AFRICA WOULD PRO- 
DUCE). EFFECTIVE DEADLINE FOR SOLUTION TO CRISIS IS 
EARLY EVENING TODAY, FRIDAY, APRIL 25. SEVERAL 
MEETINGS IN RECENT WEEKS, INCLUDING A948) 14 MEETING 
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ADDRESSED TRANSFER PROBLEM WITHOUT SUCCESS. WITH NO 
OTHER MEETINGS SCHEDULED FOR TODAY OR TOMORROW, HIGH 
LEVEL EAA OFFICIALS DOUBT SOLUTION WILL COME IN TIME 
AND THEREFORE EAA WILL CEASE OPERATIONS. 

3. EAA OFFICIAL MADE POINT OF EMPHASIZING THAT OTHER 
EAC CORPORATIONS HAVE SAME PROBLEM AS EAA AND THAT 
CORPORATION IS NOT BANKRUPT AS AMPLE FUNDS AVAILABLE 
IN BANK DEPOSITS IN THREE COUNTRIES BUT GOVERNMENTS 
REFUSE TO PERMIT TRANSFER WITHIN COMMUNITY. THUS 
EAA CANNOT TRANSFER FUNDS FROM UGANDA AND TANZANIA 
TO NAIROBI HEADQUARTERS WHERE MAIOR BILLS MUST BE 
PAID. REVENUE GENERATED BY INTERNAL KENYAN ROUTES 
AND INTERNATIONAL ROUTES ORIGINATING IN KENYA IS IN- 
SUFFICIENT TO COVER ALL OF EAA BILLS. 

4. ACCORDING TO EAA OFFICIALS, IN PAST TWO WEEKS GOK 
HAS PROPOSED THREE TIMES TO FINANCE EAA IF EAA 
IMMEDIATELY STOPS SERVICE TO TANZANIA AND UGANDA. 

EAA HAS REFUSED OFFER BY STATING IT A EAC CORPORATION 
AND ONLY EAC COULD MAKE SUCH A DECISION. EAA HAS, 
HOWEVER, EXAMINED PROFITABILITY OF PROPOSED ARRANGE- 
MENT AND FOUND IT FEASIBLE. EAA OFFICIALS FEELS THAT 

IF LACK OF TRANSFERABILITY WERE TO FORCE CESSATION OF 
OPERATIONS OF EAA, GOK WOULD UNILATERALLY IMPOSE ITS 
PMROPOSAL ON EAA, IN EFFECT TAKING OVER AIRLINE. 

5. COMMENT: EAC HAS GONE FROM CRISIS TO CRISIS FOR 
LAST SEVERAL YEARS BUT THIS COULD BE THE BIG ONE. 

IF GOK WERE TO TAKE OVER EAA, WHIC IT MAY BE FORCED 
TO DO TO MAINTAIN OPERATIONS, TEMPTATION FOR 
RETALIATION IN TANZANIA AND UGANDA MAY BE TOO STRONG 
TO RESIST. MOST LIKELY FORM OF RETALIATION WOULD 
BE ATTACHMENT OF EAA ASSETS IN THOSE COUNTRIES AND 
POSSIBLY OF OTHER EAC CORPORATIONS AS WELL. SUCH 
A DEVELOPMENT WOULD NOT BE AS EASY TO PAPER OVER OR 
IGNORE AS HAVE BEEN PREVIOUSLY 

ERA-COMMUNITY DIS- 
AGREEMENTS. 
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